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SUBJ: HONG KONG FOREIGN EXCHANGE MARKET 
REF: HONG KONG 2304 

1 . TT RATE FOR US DOLLAR HAS BEEN STEADY ALL WEEK AT ABOUT 
HK$5.09/5.I0. ALTHOUGH SELLERS OF US DOLLARS COMING INTO 
MARKET, TRADING HAS BEEN LIGHT. EXCHANGE TRADERS REPORT THAT 
PATTERN OF HK AND SHANGHAI BANK ACTIVITY IN MARKET STRONGLY 
SUGGESTS THAT HK DOLLAR BEING SUPPORTED ON BEHALF OF HK 
EXCHANGE FUND PENDING REOPENING OF EUROPEAN EXCHANGE MARKETS. 
CONTINUING JUDGMENT OF HK EXPORTERS IF THAT HK DOLLAR OVER- 
PRICED AT CENTRAL RATE OF 5.085 TO US$1 AND EXPECTATION IS 
THAT HK DOLLAR WOULD FALL QUICKLY TO INTERVENTION LEVEL 
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OF 5.1994 OR BELOW IF SUPPORT WITHDRAWN. 

2. NICHOLAS DEAK, HEAD OF DEAR AND CO. HAD LONG INTERVIEW WITH 
FINSEC HADDON- CAVE THIS MORNING IN WHICH FINSEC STRONGLY 
INDICATED THAT HK DOLLAR STAY PEGGED AT PRESENT RATE TO US 
DOLLAR NO MATTER WHAT HAPPENS NEXT WEEK. IE TRUE, THIS 
REAEFIRMS LONG HELD HKG CONVICTION THAT HK DOLLAR MUST BE TIED 
TO MAIOR TRADING CURRENCY - EITHER THE US DOLLAR OR 
STERLING, WHCHEVER APPEARS STRONGER. 

OSBORN 
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